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HTTRUTTANETTUTTTUUHHT ] m4 HE chart above shows the fluctuations of 
Ah | THT urban real estate activity, foreclosures, 
HVAUAVATAVAUUGHNATL HHH Heo and rents in the United States from 1870 
UHHH HAN NTH ll | to the present. The chart to the left is the 
HANA HANI | = ast five years of the upper chart enlarged 
HTTRTTVOTIOVUHATTT | Hill HITT o show monthly fluctuations. This chart is 
||FORECLOsURES| ||/||||||1/!)||||| explained in detail in the article starting 

met te HTT I m° on page 632 in the November issue. 

PA | Neer THT 
| ma: (QCA AHHHANY | Ilhoo In many ways June was a rather un- 
LAMA A WN satisfactory month for real estate. Sales 
abnifddAAAAHHAAL UU AHHHAT A fell off slightly in 52% of the cities we re- 
HHHIOVUUTTVOAHN TRTHUTTHOQTVUDEE 90 ~=6rport, remained the same in 9% and increased 
NTH TTHTHH TTA Peat # slightly in12%. Rents continued their ad- 
HUUTETEUEUERVERL, VOUT Hit} 60% vance, but increased by a smaller percentage 
3 than usual. Foreclosures continued at’ the 
UI 0% same rate as a month ago, which is slightly 
| . above the recovery low. 
| r 

A il ". The difficulties with real estate 
Hil z during the last month have been primarily 
iiiiiisoe difficulties in general business. Strike 
WN || disturbances, stock market weakness and gen- 
| TH | HULLLLH 0 eral political uncertainties have all acted 
MAMAN ALAA ATH as deterrents to confidence and to long term 
WT TATHATTATA ATT MAT | investments. During the last few weeks, how- 
af LILI i °° ever, most of these factors have changed and 
FORECLOSURES ACTIVITY are now favorable. The change in sentiment 
|Last ‘MONTH es a7. = 1837 | 20 is shown by the reactions of the stock market. 
Le TTT 0 Building costs have advanced too 
NU NIAAA rapidly to enable any great volume of resi- 
WA | HAW déntial building to go forward in most com- 






























































1933 i934 1935-~—C«~@36 SCS munities. Many homes which have been built 
under the high costs of the recent past are still unsold, and speculative 
builders are becoming quite discouraged with the outlook. We believe that 
building costs will go higher, and that they will continue to act as a re- 
tardment for some time longer on new building. However, as rents and 
values on older properties recover as they are recovering, the time will 
(continued on page 765) 
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RESIDENTIAL VACANCY IN [31 CITIES 


HE chart on the page opposite shows an effort to chart residential va- 

| cancy in all principal cities of the United States from 1940 to the 

present. Figures were secured on 141 cities in which vacancy surveys 

had been made one or more times during this period. Some cities are repre- 

sented with but a single survey. In other cities surveys have been made at 

rather frequent intervals, and in a few cities monthly figures are avail- 

able. The. 141 cities are spotted on the map below to give some idea of the 
representative areas which went into these averages. 


The big problem in preparing these charts was, of course, taking 
the scattered surveys and welding them into a single index which would 
give some idea of the month by month trend. The method used was as fol- 
lows: First, a very large chart was prepared showing the period from 1940 
to the present by months. The vertical scale on this chart was divided to 
show the percentage of vacancy. Each vacancy survey which has been made in 
any city was spotted in the proper month and year at the proper height to 
show the percentage of vacancy in that city at that time. Where frequent 
surveys were available for any city, the dots representing the percentages 
of vacancy were connected by straight lines. After all cities had been 
put on this base chart, a median was taken for each month from the vacancy 
percentages shown in that month. This included not only the actual surveys 
made at that time but also the estimated percentages for the month ob- 
tained from lines connecting vacancy surveys not made in that particular 
city that month. 


This method, we believe, is quite accurate in all periods in 
which the trend is proceeding in a rather regular manner, When, however, a 
reversal of trend comes in a relatively short period, particularly if few 
surveys are made during the period, this method will underestimate the 
heights or depths of the points during the period. In the spring of 1944 
vacancy reached its peak at the time of the bank collapse. Very few sur- 
veys were made during this period of economic confusion. Owners and opera- 
tors of real estate were sufficiently discouraged without securing a fac- 
tual basis to intensify their pessimism. On our large base chart, if a 
survey had been made in 1932 and the next one in 194,a straight line con- 
necting the two failed to show the rise and fall which occurred during 
this period. We have,accordingly, placed on each of the lines showing the 
actual monthly averages a line which shows ths probable percentage of va- 
cancy corrected for the 
shortcomings .of this par- 
ticular method. 





The significant thing 
in this chart, however, is 
the very steady decline in 
all types of residential 
vacancy and in the vacancy 
of single family residences 
during the last three years. 
Vacancy will continue to 
decline as demand is now 
expanding faster than new 
building is providing addi- 
tional quarters. 
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AVERAGE ADVERTISED SINGLE FAMILY DWELLING RENTS 1935 -1937 
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DEGREE OF REAL ESTATE RECOVERY 
IN PRINCIPAL CITIES 


HE chart on the page opposite shows the present degree of recovery 

| of real estate in principal American cities. This chart is based 
primarily on the relative amount of building being done in each 
metropolitan area. If we are right in our contention that new building 
is always the resultant of the relationship of rents and values to cur- 
rent construction costs,then new building will not proceed in any great 
quantity until rents and values have risen to a point where they are 
apparently high enough to pay a return on the current replacement cost. 
If a large residential vacancy still exists, clearly, rents cannot have 
risen to this point. If taxes are unusually high, rents must rise to 
the point where they will apparently show a net return above the high 
taxes. If a city is losing population or not gaining population as rap- 
idly as most other cities,it will take it longer to absorb its residen- 
tial surplus,meaning that rents will rise slower and it will take long- 
er for it to get to the point where new building can be done profitably 
in volume. If, on the other hand, a city is increasing rapidly in popu- 
lation, vacancy will be absorbed quite rapidly, rents and values will 
increase faster;and in a comparatively short time rents and values will 


be at the point where there is an incentive to build and a large amount 
of building will take place. 


r Government building is excluded in arriving at our ranking of 
these cities, as clearly, government building does not indicate whether 
or not rents have risen to a profitable point. It will be noticed that 
all cities are ranked into either the highest fifth, the second highest 
fifth, the middle fifth, the second lowest fifth, and the lowest fifth. 
We consider this a more satisfactory arrangement than calling the first 
group of cities high;the second, above average; the third, average; the 
next, below average; and the last group, low. As recovery progresses, 
undoubtedly many of the cities which will be in the lowest fifth will 
have a degree of recovery which is as great as the leaders at the pres- 
ent time. However, the thing we are trying to show in this particular 
study is not the degree of recovery in the United States, but the rela- 
tive degree in the various communities. 


The question might be asked whether or not changes in con- 
struction cost in these various cities might affect our index. Suppose 
construction costs should increase by 25% in the next year--would that 
not retard building sufficiently so that its volume would fall? There 
can be no question of the fact that this would be the case,but building 
volume would fall farther in cities where rents and values had risen 
least or else where taxes or other operating expenses were unusually 
high, preventing a fair net return. Since we are ranking all cities on 
a relative basis, even though general building volume is reduced to one 
half its present volume,those cities in which the necessary adjustments 
have taken place would still show in the top fifth and those in which 


the adjustments are lagging would be in the bottom fifth. We shall re- 
print this chart each quarter. 
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(continued from page 755) 


come when new building can be done at a profit; and when that time comes 
the real building boom will start. This slowness in recovery in residen- 
tial building is not an unforeseen development. A perusal of our back re- 
ports and of pages 22 to 29 in "The Coming Boom in Real Estate" will dem- 
onstrate that this was a logical expected step in recovery, and one of the 
reasons we believed that rents and values on older properties would in- 
crease materially. An irrational boom would be impossible were it not for 
these rapid rises in construction costs. If new building could get away 
to a rapid start, the housing shortage would not become acute, rents and 
values would not rise materially, and dammed up demand would not cause the 
tremendous heights of new building which we expect in the early forties. 


THE INCREASE IN LABOR COSTS SINCE 1933 


the present for a large number of the principal cities. As explained. 

in the June Analyst, the 1944 figures were taken from questionnaires 
filled out for the Government by builders of small homes. They represent 
wages actually paid rather than scale wages. Real Estate Analysts, Inc., 
has sent a duplicate questionnaire to each person who filled out a ques- 
tionnaire in 1943, asking that the same type of material be given for the 
present. Ina few cases it was impossible to secure replies from the same 
people who filled out questionnaires before, as some of the companies had 


gone out of business during the depression. If we could, we secured mate-~- 
rial from other sources for those cities. 


CO: page 764 we show a comparison of construction wage rates in 1933 and 


We have averaged the wages in all cities for 1944 and have com- 
pared the averages with the figures for 1947. We find that the wages of 
brick masons have increased by 11.6%, stone masons 126.1%, carpenters 
105%, painters 95%, plumbers 73.3%, plasterers 116.8%, electricians 83%, 
paper hangers 9.2%, unskilled labor 90.6%, and semi-skilled labor 99.8% 
Weighting the different trades in about the way they would appear in the 
figures for a typical small home, we find that the labor cost of building 
has increased approximately 101.6%. 



























w 
o 





lieve that after this 
— temporary recession is 
over prices will contin- 
ue to advance. 


\ 
6 





7 - 4 se oe T on HE chart to the left 
100 | ___| AVERAGE FLUCTUATIONS IN PRICE | shows the fluctua- 
peel Or | R TATE BONDS 
Ca ae eee tions in the bid 
60) —  _. —___| prices of office and ho- 
o | } | | 
< 70 | | i saa tel bonds. These bonds 
- eo JUNE ‘37 520 
8 eo| | of ie Prowinens | _ ck A suffered a sympathetic 
2 eg’ 1 ILDIN N m of thee ooh a 
¥ 20 ae: | Pris ink VY reaction from the gen 
E | _ HOTEL BUILDING BoNDs | _ eral weakness of the se- 
: | | curity market. We be- 
| 
| 


r) 








°o 











i i 
1929 1930 1931 1932 1933 1934 1935 1936 1937 








765 

















NMOHS 3yv S3BY8NODIs BOVIN3IDY3d ON 3ByN3BHM 
S3ILID BHI NI 3BNSS! SIHL BCS BTISVITNIVAY LON 383M S3B8NSIZ LN3EYBYND, 3LON 











*uotsserdep oy. Sutanp peyowed yutod ysemot oy oF 
£ayo 469 ut AAFATIOB’ o4B4se Teer yuesead jo dtTysuotyeted oy4 
SOATS gauBsyo yowuo uo umOUS SuNSTJ oBequeozed oul, *so184¢ 
pertuqg ey ynoysnouwyA pedeq4yeos saTqyo UT saojsuedy 9484 
-so [Bod UT suoTyenqzontTs ATyUQUOM 944 MOUS SACGSe s4yaeBeyo Fy 





| 

| 

| | wstnt 
4 4 i 




















IDNVes NVS / ALID 3BYV1 LIVWS 
Doon 
































| sinon LNivs 
EE © oe a es Soe ee 5 aan — 














ALID WWOHYW71MO | 
4 -_ 4 on | 





HOYMNSStitid 


ee | _ 








| VIHA ISOW THe | | VHYNO 
as — — SS ee 1 i n 


















| 


| } | ALID DOA MaN | | SINOdVaNNIW 
- — 1 





S37139NV SO7 


jays. nm wH 


: = 


SB3Sy4NVMTIIAN 














ee Se L 














T 


bie] wt 
on nadia N 

















ot 
| |\%O06Ez7 Fal Man, 
| ey 


| 
| } | | | 
SANIOW S3d | | | YSANZ¢d | | SNSWN7CD | | | | QNW713A375 
A 4 L 4 -_ L 4 A 








| 




































































t ! J mm eee AP: ees: ' ] | | | J } | | Bie 
24€6' SES! SEG resi Cer. SEE 1€61 oes 4e6) 9e6! vesi eCes6i SE6i ies < I. - 6! x 2Eu! ~S! Z £e6 ses Se ns A <a 2e6i '€6i ee. 2€6! SES6i SES resi CEGI SES! I€6i CEG 
T T T =e ae = ee ee | | ; i ] ] 7 [ = 
ree | a 
| | | nna, | 
| | | | See'be es 
| | | 
| | Lot l | | 
| | ILYNNIDNID OCOvVSIHS NATMOOHNS | | | NOLSOS VINVYILY 
rt i 1 —l. a es ee Se 4 4 















[ee ee ee eee ee ee ee oe a ae 





SINOT ANIVS -ONI GSLSAIWNY 3iviS3 TW3u ~ LE6i LHOIBADOD 


LE6I-O€6) 
S3ILID WdlIDSNlidd NI SYSSSNVYL S3LVLSS Wau 











766 

















FACTORS AFFECTING REAL ESTATE IN ST.LOUIS 
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Louis on the assumption that an exhaustive study over a long period 

of all factors affecting real estate in one representative commnity 
is often of greater value in determining the sequence of events in col- 
lapse and recovery than is a general study of the entire country. 

After adjustment for seasonal fluctuation the indexes of the 
factors affecting real estate in Saint Louis made rapid gains last month. 
Real estate sales again set a recovery high. Foreclosures dropped to a 
recovery low. Residential vacancies showed no change;and residential con- 
struction, in spite of increased construction cost, showed a slight in- 


crease. The marriage rate increased sharply to the highest point yet 
reached in the recovery. 


Re Estate Analysts,Inc.,has made an intensive study of Greater Saint 


From June 1, to July 8 residential vacancies in Saint Louis 
showed practically no change. Vacancies in single family residences in- 
creased slightly,but this was offset by the vacancies in two-family build- 
ings. Three or more family buildings increased slightly, but this too was 
offset by a very slight decrease in apartment units. The number of vacant 
residential units in July of the last four years is shown in the table be- 
low in contrast with the number for November, 1932. 








Date Vacancies Vacancy % 
November, 1932 28 ,207 12.8 
July, 193), 1,000 6.3 
July, 1935 10,700 4.8 
July, 1936 8,700 3.9 
July, 1947 7,850 525 





MONTHLY FLUCTUATIONS IN RESIDENTIAL VACANCY IN ST.LOUIS 
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